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DATA  FOR  1941  ARE  PRELIMINARY 
NEG.  42394       BUREAU  OF  AGRICULTURAL  ECONOMICS 


The  percentage  of  activity  in  the  cotton  spinning  industry,  based 
on  80  hours  per  week  operati cn ,  ranged  from  about  50  to  75  percent  dur- 
ING MOST     OF   THE'FIRST    15  YEARS  FOR  V.HICH    RECORDS   ARE    AVAILABLE.  ThE 
INDEX   ADVANCED   FROM  49   PERCENT    IN   JuLY    1935  TO    138  PERCENT    IN  MaY  1942. 

The  May  level  required  the  operation  of  23.1  million  spindles,  or 
95.1  percent  of  the  24.1  million  spindles  in  place,  for  a  total  of  11,193 

million   spindle   hours  -   AN   AVERAGE   OF  465  HOURS  PER  SPINDLE    IN   PLACE,  OR 
484   HOURS   PER  SPINDLE    IN   OPERATION.      On   A   DAILY  BASIS  THIS    IS  EQUIVALENT 
TO    15.6  HOURS  PER  SPINDLE    IN   OPERATION   FOR   EACH   OF  THE    31    DAYS    IN  MaY,  OR 
AN   AVERAGE   OF  23.0   HOURS   FOR  EACH   OF   THE   21    "wORK"  DAYS  DURING  MaY.  MaNY 
MILLS  ARE   NOW  OPERATING   ON   A   7-OAY,    3-SH I  FT  BASIS. 
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THE    COTTON  SITUATION 


S-ummary  ] 
Cotton  consumption  during  May  was  957.000  bales  and  for  the  10  montlj 
August  through  May,  total  consumption  was  9t203,000  bales,  an  increase  of  1 
percent  over  the  same  period  last  year.  Consumption  during  the  past  5  mont 
fluctuated  between  ^3,900  bales  and  U6,100  bales  a  day,  and  averaged  ^5»00Q 
bales.  With  continuation  of  this  rate  in  June  and  July,  total  consumption 
the  season  would  be  about  11,250,000  bales  -  an  increase  of  I.5  million  bal^ 
over  last  season  and  U.  3  million  above  the  1^35-3'^  average.     The  outlook  fa  i' 

19^2-^3  is  for  an  even  higher  level  of  consumption,  although  increases  abov  si 

01 

current  levels  will  almost  certainly  be  slower  and  more  difficult  to  achiev|'Ci 

w 

than  were  corresponding  gains  from  lover  levels. 

Cotton  prices  staged  a  sharp  decline  during  the  second  half  of  May  s 
first  part  of  June.    Prices  recently  recovered  somewhat  and  on  June  27  the 
10-market  average  for  Middling  15/l6-inch  cotton  was  19-07  cents,  J2  points 
below  the  level  a  month  earlier.    Prices  received  by  farmers  advanced  from 
19.03  cents  in  April  to  19.17  cents  in  May,  and  the  parity  price  from  18,7^ 
cents  to  18. S5  cents.     In  both  April  ajid  May  the  farm  price  was  102  percent 
of  parity.    Margins  on  I7  constructions  of  unfinished  cloth  rose  to  22.36 
cents  per  pound  during  the  week  ended  June  12,  since  the  decline  in  cotton 
prices  was  not  reflected  in  prices  of  unfinished  goods.     This  margin  is  we] 
above  any  other  since  data  first  became  available  in  August  I925.     The  pri(| 
of  cloth  (17  constructions)  remained  firm  at  U0.8  cents  per  pound. 

^iHiile  market  premiums  and  discounts  at  Memphis  have  widened  conside 
ably  in  recent  months,  the  premiums  on  cotton  I-I/8  inches  and  longer  are 
still  somewhat  below  the  levels  announced  for  the  I9U2  loan  program.  The 
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market  discoiints  are  also  considera'bly  larger  for  lengths  "below  15/l6-inch 
than  are  the  loan  discounts.     The  continuation  of  this  situation  would  make 
the  I9U2  Government  loan  relatively  more  attractive  for  "both  lonf  staple  and 
short  staple  cotton  than  for  cotton  15/l6-inch  to  I-3/32  inches,  inclusive,  for 
which  market  -Dremiuns  at  Mem-ohis  are  eoual  to  or  above  loan  Tjremiums. 

—  June  27,  1942 


PRICES 


Cotton  Prices  Decline ,  Then 
Recover  Partially 


The  decline  in  cotton  rrices  in  evidence  a  month  ago  gained  momentum 
during  the  early  part  of  June,  carrying  the  10-narket  price  of  Middling  I5/I6 
inch  cotton  to  18.2.?  cents  xter  -oound  on  June  g.     This  was  2  cents  lov/er  than 
a  month  earlier,  2-1/5  cents  helov-  the  13-year  high  established  on  A-oril  9» 
and  the  lov;est  since  Januarj'-  2.     At  this  level  the  -orice  was  still  over  5  cents 
or  nearly  hO  percent  above  the  level  a  year  earlier.     Prices  have  since  re- 
covered somewhat  and  on  June  27  the  10-market  average  was  19.07  cents,  or  12. 
"Doints  below  the  level  on  May  27. 

Both  the  farm  price  and  the  parity  price  m.ade  slight  advances  in  May. 
The  former  advanced  from  I9.O3  cents  in  AiDril  to  19.17  cents  in  May,  and  the 
latter  from  IS. 72  cents  to  IS.S5  cents.     In  both  months  the  farm  price  was 
102  percent  of  parity. 

Margins  Widen  As  Decline  in  Cotton  Prices 
is  Kot  Reflected  in  Cloth  Prices 

The  recent  decline  which  carried  cotton  nrices  to  the  lowest  level 
since  early  January  vras  not  reflected  in  the  price  of  unfinished  cotton 
textiles  which  remained  firm  at  U0.8  cents  Der  pound.     Conseauently ,  margins 
on  17  constructions  of  unfinished  cloth  rose  to  22.36  cents  per  pound  during 
the  week  ended  June  12.     This  is  well  above  any  previous  level  since  data 
first  became  available  in  Augast  1925. 


Basic  Su-pply  and  Demand  Situation 
Not  Creatly  Different 


Little  change  has  occurred  during  the  T5ast  few  months  in  the  basic 
supply  and  demand  situation  for  cotton.     The  size  of  the  19^1  crot)  was  pretty 
well  known  for  some  months  even  though  the  final  crop  re-oort  was  not  issued 
until  late  Aioril.     Furthermore,  the  decrease  in  the  volume  of  cotton  ovrned 
and  held  by  the  Commodity  Credit  Corporation  v/as  appro ximately  in  line  with 
general  expectations,  and  the  end-of-season  carryover  of  "free"  cotton,  though 
larger  than  last  year,  vdll  not  be  much  different  than  expected  for  some  time. 
Neither  has  much  basis  appeared  for  any  marked  change  in  expectations  con- 
cerning 19^2  crop  prospects.     Consumption  continues  at  a  record  high  level  and 
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will  probalDly  total  a"bout  11-l/U  million  "bales  this  season.  The  outlook  fo: 
19^2-^3  is  for  an  even  higher  level  of  consuir.-Dtion.  The  rjrice  controls  now 
in  effect  have  "been  in  the  "oicture  for  some  time. 

Marke t  Pr emi'gjns  and  Discounts  At  Mem-ohis  Below  , 
19^2  Loan  Level  for  Short  and  Long  Staple 
Cotton 

With  the  annotincement  of  the  grade  and  sta-ole  TDreraiuns  and  discounts  ' 
for  the  19U2  loan  Tirogram  in  Fehruary,  it  1)6091110  evident  that  farmers  choos:' 
to  place  their  Middling:  White  and  Extra  W]-iite  rain-grown  cotton  in  the  19^2 
Government  loan  will  receive  higher  -premiujiis  for  cotton  l-l/l6-inch  and  lon^  , 
than  under  th^  19^1  loan  program.    The  increase  is  e«oecially  pronounced  for 
sta-ole  lengths  of  1-l/S-inch  and  longer.     It  was  stated  in  the  announcement 
that  the  nev/  schedule  of  premiums  v/as  to  tincournge  growers  to  shift  to  longe 
staple  lengths  in  19^2  in  order  to  make  available  particular  types  of  cottor; 
needed  to  meet  military  requirements.     The  differentials  were  established  or  1 
the  "basis  of  market  differentials  during  the  first  6  months  of  the  crop  yeai" 
with  adjustments  for  the  higher  cost  of  producing  the  longer  staple  lengths,, 

Actual  market  premiums  and  discounts 'widened  considerably  between  the: 
opening  of  the  current  season  and  the  announcement  of  the  19^+2  loan  premiums- 
in  early  February.     This  widening  has  continued  and  on  June  I9  the  range  for- 
Middling  V/hite  and  Extra  V/hite  cotton  at  Memphis  based  on  15/l6-inch  was  fro* 
150  points  off  for  13/16-inch  to  9^7  points  on  for  1-l/U-inch,  a  range  of 
1,067  points.     This  compares  vrith  a  range  of  90S  points  Just  prior  to  the 
announcement  of  the  19^2  loan  premiums;  S25  points  on  June  20,  19^1.  and  1,1 
points  under  the  new  loan  program.    Although  much  of  this  widening  is  un- 
doubtedly attributable  to  the  higher  level  of  cotton  prices,  the  strong  dema 
for  the  longer  lengths  needed  in  production  of  military  supplies  has  also  be 
an  important  factor. 

The  strong  demand  for  the  longer  lengths  has  been  associated  in  these 
months  with  the  declining  demand  for  shorter  lengths.     One  evidence  of  this 
is  the  rather  recent  widening;  of  the  discount  for  7/2- inch  cotton  at  Memphis 
from  25  points  in  late  February  to  100  points  on  June  I9.     Similar  changes  , 
occurred  in  other  lengths  belov/  15/16-inch,     The  discount  unrler  the  new  loan 
program  is  only  20  points  for  Middling  7/B-inch  cotton,  and  the  continuation 
of  present  market  premiums  and  discounts  v/ould  give  a  stronger  incentive  to 
place  the  short  lengths  under  loan  than  the  medium  lengths  for  which  market 
premi-oms  equal  or  exceed  the  loan  allowance. 

During  the  past  few  months  premiums  have  increased  considerably  for 
cotton  1-l/g-inch  and  longer.    Even  so,  they  are  still  from.  {^3  *o  points 
belovr  the  premiums  established  for  the  19-4-2  loan  program.    As  in  the  esse  of| 
staple  lengths  belov;  15/l6-inch,  a  continuation  of  the  present  market  premiiaj|: 
would  make  the  19^2  Government  loan  relatively  more  attractive  for  long  stap^l 
cotton  than  for  cotton  from  15/l6-inch  to  l-3/32-inch  inclusive,  j 
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.CONSUMPTIOIT 

lSkl^k2  Consum-ption  May  Total  ll-jl/U    ,  . 
Million  Bales  and  Exceed  1 9^0-^1  "by 
1.3  Million 

With  data  for  10  months  of  the  current  season  nov  available,  it  seems 
protable  that  consumption  for  the  ig^l-U2  season  will  total  a"bout  11,250,000 
"bales.     This  would  be  an  increase  of  1.5  million  "bales  over  last  season  and 
4.3  million  a"bove  the  1935-39  average. 

Consumption  during  May  totaled  957iOOO  "bales  and  the  total  for  the  10 
months  August-May  was  9,203,000  bales.     Of  this  ouantity  6g,U00  "bales  v^ere 
consumed  in  the  various  Grovernment  mattress  -nrograms.     This  compares  with 
323,000  "bales  of  mattress  cotton  consiomed  during  the  corresT)onding  period  last 
season  and  the  I9UO-U1  total  of  U20,000  bales.     "Mill"  consumption  (total  con- 
sum-otion  less  cotton  consiimed  in  Government  mattress  nrograms)  increased  20 
TDercent  over  the  corresponding  -oeriod  a  year  earlier  and  shows  a  considerably 
larger  gain  for  the  10  months  than  total  consumption  x^^hich  advanced  I6  percent. 

Cons\im"otion  this  season  has  shovm  a  marked  increase  over  the  corres- 
ponding -period  last  year,  and  in  recer.t  months  o\-3r  the  early  months  of  this 
season.    During  the  past  few  months  there  have  beun  indications  that  a  stable 
level  of  consumption  may  have  temporarily  been  reached.     Because  of  differences 
in  the  number  of  ^-crking  days  per  month,  there  ir  naturally  considerable 
variation  in  consumption  from  month  to  month.     But:,  reduced  to  a  daily  basis, 
consumption  during  the  past  5  months  fluctuated  betv/een  ^3,900  bales  and  U6,100 
bales  and  averaged  ^5,000  bales  per  day.    With  a  continuation  of  this  rate, 
total  consumption  for  the  season  would  be  about  11,250,000  bales, • 

Although  consvimption  may  have  temporarily  leveled  off,  the  outlook  is 
for  an  even  higher  level  of  consumption  next  season.     The  production  goals 
announced  by  the  War  Production  Board  call  for  cloth  production  of  ik  billion 
square  yards  in  the  calendar  year  19^2  and  I5  billion  souare  yards  in  the 
calendar  year  19'+3'    Assuming  the  same  yardage  per  ba^e  as  in  the"  calendar 
year  19^1  this  production  would  require  approximately  12  million  and  12.9 
million  bales  respectively.     Consumption  must  reach  an  even  higher  level  than 
at  present  if  this  goal  is  to  be  achieved. 

Some  further  increase  in  cotton  consumption  appears  likely  through  the 
shift  to  heavier  fabrics.    Also,  active  spindles  can  be  increased  in  number 
and  used  more  continuously  if  more  mills  operate  on  a  three-shift  basis  and 
lengthen  their  work  v/eek  tovrard  full  7-day  operation.     Still  another  possi- 
bility of  increasing  cotton  consumption  is  the  increased  spinning  of  cotton  on 
machinery  commonly  used  partially  or  entirely  for  the  spinning  of  other  fibers. 

Although  much  of  the  effective  increase  in  consimption  from  the  shift 
to  heavier  fabrics  has  already  been  realized  some  additional  increase  is  still 
in  prospect.  The  increase  in  the  number  of  active  spindles,  too,  will  neces- 
sarily be  small  relative  to  the  increases  that  have  already  occurred.  During 
May,  23,121,000  spindles  were  active  out  of  a  total  of  2U,o62,000  spindles  in 
place.  This  was  an  increase  of  20,000  active  spindles  over  April  and  117,000 
over  May  19^1.     This  gain  from  April  to  May  was  considerably  smaller  than  the 
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gain  of  197 » 000  spindles  betv.-een  the  corres-ponding  months  last  year.  Many- 
mills  may  also  lengthen  the  hours  of  operation  per  weeki     It  should  be  recogj 
nized  that  many  are  already  operating  on  a  full  7-clay,  3- shift  hasis. 
Furthermore,  for  individual  mills  either  their  inability  to  prepare  a  larger 
volume  of  cotton  for  spinning  or  their  difficu3.ty  in  obtaining  additional  ; 
workers  may  limit  such  increases  in  spindle  activity.     Some  shifting  to  cottj 
machinery  intended  in  part  cr  in  v;hole  for  spinning  of  other  fibers  may  be 
expected  to  contribute  to  increased  cotton  consumption  during  the  coming  yea 

All  of  these  means  for  bringing  about  an  increase  in  cotton  consumptl! 
above  current  record  levels  have  Droraise,  but  increases  above  current  levela? 
will  almost  certainly  be  slower  and  more  difficult  to  achieve  than  vrere  simi 
lar  gains  from  lower  levels.     The  adverse  effects  of  any  stoppages  due  to 
labor  difficulties-,  power  shortages,  or  machinery  breakdowns  will  tend  to  ha 
considerably  larger  effects  on  cotton  consumption  than  when  consumt)tion  was 
a  lower,  level. 

Table  1,-  Cotton:    Loan  premitims  and  discounts,  and  market 
premiums  and  discounts  at  Memphis,  specified  dates, 
19  111  and  191+2  1/ 


Staple 
length 


Inches 

13/16 
7/S 
29/32 

15/16 
31/32 
1 

1-1/32 
1-1/16 

1-3/32 
1-1/8 

1-5/32 
1-3/16 

1-7/32 
1-1/k 


Loan  premiums  and  discounts  ;  Market  premiums  and  discoiints  at  Memphi 


Actual 


19 1+1  2j  ;  191+2  J/ 


Change 
I9I+2 


Jujie  20, 
19 1+1 


Aug.  1, 

19^1 


Oct.  3, 

19 1+1 


Jan.  30, 

19^2 


June  ] 
19 1+2 


Points 

Points 

Points 

Points 

Po  ints 

Points 

Point 

-  SO 

-  80 

0 

-  85 

-  85 

-  75 

-  75 

-  20 

-  20 

0 

-  25 

-  25 

-  25 

-  25 

-  10 

-  10 

0 

-  15 

-  15 

-  15 

-  15 

Base 

Base 

Base 

Base 

Base 

Base 

10 

10 

0 

10 

10 

10 

10 

20 

20 

0 

25 

25 

25 

35 

35 

35 

0 

35 

35 

50 

85 

55 

85 

30 

60 

60 

90 

160 

90 

185 

95 

75 

75 

125 

195 

165 

1+75 

310 

175 

155 

239 

258 

300 

650 

350 

300 

280 

1+39 

1+58 

1+U5 

790 

31+5 

1+00 

1+65 

56I+ 

60s 

530 

905 

375 

615 

590 

661+ 

708 

625 

1,035 

^10 

iko 

715 

76I+ 

S33 

Point 


-  1' 

-  II 

Bas 


Compiled  from  reports  of  the  Commodity  Credit  Corporation  and  the  Agricultural 

Marketing  Administration, 

1/  Middling  White  and  Extra  Wiiite  Cotton. 

2J  Applicable  to  all  growths  of  American  Ut>land  cotton  except  irrigated  cotton. 
7,J  A-DTDlicable  to  all  growths  of  American  Uijland  cotton  except  irrigated  cotton  0 
staple  lengths  of  less  than  I-I/8  inches. 
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STATISTICAL  SUJAtAHY 
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Item 


Unit 


Cent 
Cent 
Crnt 
Percent 

Point 

Point 

Point 

Cent 

Cent 

Cent 

Cent 


Apr< 


Apr, 


May 


:  ye 


frices:  : 
Middling  15/l6-inch,  10  markets  ..«: 

Farm,  United  States  •  ..o: 

Parity  c:      Crnt  : 

Farm,  percentage  of  parity   d    Percent  } 

Premium  of  l-'l/g-inch  over  "basis  2/ 1  l 

Memphi  s  »,  ,^  ••«.••  >»: 

Carolina  "B"  mill  area  l 

New  England  mill  area  •••  : 

American-Egyptian,  farm,  Arizona  ..: 
SXP,  New  England  mill  points  ^  »..: 

Cloth,  17  constructions  %  <,  : 

Mill  margin  (17  constructions) 

Cottonseed,  farm  price   ;  Dollar 

Cottonseed,  parity  «,  >  Dollar  : 

Cottonseed,  farm,  pet.  of  parity  ..:    Percent  : 

Consumption:  :  J 

Total,  during  month  :  1,000  "bales: 

Total,  cumulative  «...•  ;1, 000  bales: 

Mattress  progr?ns,  total   :  1,000  "bales: 

Mattress  progr^:Tis,  cumulative  :1,000  "bales: 

Mills,  total  4/  c  .:  1,000  bales: 

Mills,  curmlaTive  :1,000  "bales: 


11.09 

10. 1+5 
16.00 

65 

156 
328 

30,3 
3U.5O 
31.05 
19«B1 
25o82 
29.09 
S9 

921.0 

6c993 
U5.0 
275^0 
876.0 
6. 718 


12, UU 
11.68 
l6«12 
72 

109 
302 
327 
29.8 
3^0  90 
33.^2 
20.85 
27.67 
29*32 
9U 

923.5 
7.916 

U8«0 
323.0 
875^.5 
7,593 


20.23 

19.03 
IS. 72 

102 

U50 
63s 
662 

39.7 

5+3. 88 

540,50 
20«29 
I13.9O 
311.05 
129 

99s. 3 
8,2145 
4o9 
66.7 
993.9 
S,179 


20,01 

19.17 

18,85 
102 

U50 
650 

675 
U0.3 

UI4.35 

U0e82 

20.88 

1^3^99 
3I4.28 
128 

957.0 
9,203 
1.7 
68.I4 

955.3 
9.13^ 


Ui,86l  142,9^14  U6,089  ^^,572 

839,816  110,722  U5,863  145,1491 

2,U57   2,579  ^.533  ^.209 

18,822  21,1401  33.288  37.^97 


2^,365  214,360  214,073  2i4,062 
22,807  23,OOU  23,100  23,121 

93o6     9i4..i4     96.0  96.1 

10,276  ii,U63  11,19 

I4I47      U96  I48 
1I4.I4  16.5 


10.299 
:  I452 

t  15.1 


Per  day,  total  o  J  Bale 

Per  day,  in  mills  k/  :  Bale 

American-Sgypti'-n  cotton,  total  ...:  Bale 
Am.erican-r,gyptian,  cumulative  ....•:  Bale 
Spindle  activity:  : 

Spindles  in  place  ••«..  »:  Thousand 

Active  spindles  S  Thousand 

Percentage  active  •  :  Percent 

Hours  operated,  total   ».....:  Million 

Sours  per  spindle  in  operation  ....:  Hour 

Hours  per  day  ^/   :  Hour 

Stocks,  end  of  month:  :  : 

Consuming  establishments  •  :1,000  bales:  1,935 

Public  storage  and  compresses   :1,000  bales:12.370  II.UOO  10,397 

Total  6/   :l,000  bales:ll4,305  13.332  13.029  11.992 

Egyptian  cotton,  total  6/   :      Bale       |l49.03  5  51.031  ^8.022  142,918 

American-Egyptian  cotton,  total  6/  :  Bale  |21,663  20,1400  33»7l47  3  2  .  309 
Index  numbers:  s  J 

Cotton  consumption  :1935-39e!lOO: 

Spindle  activity   :    Percent  i 

Prices  paid,  interest  end  tpxes  . .  »:1910-ll4«100: 

Industrial  production  sl935-39°100: 

Wholesale  prices   , :1910-1 14=100: 


1.932  2,632 


160 
120.1 

129 
II4I4 
121 


I6I4 
121.7 

130 
I5I4 
1214 


177 
135.3 

151 
173 


15.6 

2,589 
9.I403 


175 
138.^4 

152 
176 
1I4I4 


Compiled  from  official  sources.    1/  Applies  to  last  month  for  which  data  are  ava 


operation  divided  by  number  of  days  in  calendar  month.    6/  Includes  only  stocks 
mills  and  pu"blic  storage  and  at  compresses,    7/  Based  on'"5-day,  80~hour  per  weel 
operation. 


